
State of California  •   State and Consumer Services Agency  •   Gray Davis, Governor

DEPARTMENT OF GENERAL SERVICESDEPARTMENT OF GENERAL SERVICESDEPARTMENT OF GENERAL SERVICESDEPARTMENT OF GENERAL SERVICES
Executive Office  •   1325 J Street, Suite 1910 •   Sacramento, CA 95814 (916) 445-4145

February 15, 2001

Mr. Bion M. Gregory
Legislative Counsel
Sate Capitol, Room 3021, B-30
Sacramento CA 95814

Dear Mr. Gregory:

Attached is the Fresno Economic and Fiscal Benefit Study required by Government Code
Section 14669.7.  This study assesses the incremental economic and fiscal benefit to the
community of Fresno of locating a state office building in the downtown core.

At the request of our Asset Planning and Enhancement Branch of the Real Estate Services
Division, Stephen Fuller, Ph.D., Professor of Public Policy at George Mason University and a
world renown expert in economic impact analysis, prepared the study, which considers factors
in addition to those normally found in capital project facilities studies.  The study determined
that a state office building would add to the City of Fresno annual tax revenues of $6,226.  The
total economic impact on the City of Fresno of the building would be $81.7 million during the
construction phase and approximately $2.6 million annually during operation.  The study will be
attached as an exhibit to the San Joaquin Valley Regional Facilities Plan, which is nearing
completion.

Factors not covered in the regional plan or Dr. Fuller’s study are the proper length of the bond
life and the creation of a sinking fund to remain in escrow for rental tenants.  Sinking funds
were recently created by the Department of General Services for all new bond funded office
facilities.  The tenant agencies contribute $.03 per net square foot per month for the cost of
future tenant improvements and $.03 per net square foot per month for the cost of future
special repairs.  With respect to the proper length of bond amortization, the proper length
(approximately 25 years) is established by the State Treasurer’s Office, bond counsels, and
various underwriting firms.

If you have any questions or concerns, you may have your staff contact Mike Courtney, Acting
Deputy Director, Real Estate Services Division, the Department of General Services, at (916)
322-7034.

Very truly yours,

BARRY D. KEENE, Director
Department of General Services

BDK:bb

Attachment



The Honorable Jim Costa -2-

cc: Distribution List #2
Mike Courtney, Acting Deputy Director, Real Estate Services Division,
   the Department of General Services
John H. Brooks, Chief, Asset Planning and Enhancement Branch, Real Estate

    Services Division, the Department of General Services
James Derby, Assistant Chief, Asset Planning and Enhancement Branch,
   Real Estate Services Division, the Department of General Services



DISTRIBUTION #2
LEGISLATIVE REPORT LISTING

ORIGINAL LETTER TO EACH OF THE FOLLOWING:

Mr. Bion M. Gregory Mr. E. Dotson Wilson
Legislative Counsel Chief Clerk of the Assembly
State Capitol, Room 3021, B-30 State Capitol, Room 3196, E-24
Sacramento, CA  95814 Sacramento, CA  95814
(1 original) (1 original)

Mr. Gregory Palmer Schmidt
Secretary of the Senate
State Capitol, Room 3044, E-22
Sacramento, CA  95814
(1 original)

____________________________________________________________________________________________________

COPY OF LEGISLATIVE COUNSEL’S LETTER TO EACH OF THE FOLLOWING:

Michael J. Gotch, Legislative Secretary Office of Legislative Counsel
Office of the Governor Attention:  Indexing Division
State Capitol, First Floor, E-15 925 L Street, Suite 1150, B-30
Sacramento, CA  95814 Sacramento, CA  95814
(1 copy) (1 copy)

Happy Chastain, Deputy Secretary-Legislation California State Library
State and Consumer Services Agency Government Publications Section
915 Capitol Mall, Room 200, C-14 914 Capitol Mall, E-29
Sacramento, CA  95814 Sacramento, CA  95814
(1 copy) (2 copies)

S. Calvin Smith, Program Budget Manager Originating Office
Department of Finance
915 L Street, A-15
Sacramento, CA  95814
(1 copy)

Fred Klass, Program Budget Manager
Department of Finance
915 L Street, A-15
Sacramento, CA  95814
(1 copy)

Karen L. Neuwald, Assistant Director-Legislation
Department of General Services
1325 J Street, Suite 1910, C-1
Sacramento, CA  95814
(1 copy) LEGISLATURE--REVISED 06/28/00

Cec Wallin, Budget and Planning Officer
Office of Fiscal Services
1325 J Street, Suite 1600, C-18
Sacramento, CA  95814
(1 copy)



Economic and Fiscal Impact Study
of Siting a State Office Building

in Fresno, California

June 2000



prepared for

The State of California
Department of General Services

Real Estate Services Division
Asset Planning and Enhancement Branch

by

Stephen S. Fuller, Ph.D.
Professor of Public Policy

Center for Regional Analysis
George Mason University

Fairfax, Virginia



i

Economic and Fiscal Impact Study of
Siting a State Office Building

in Fresno, California

Executive Summary

The development of a new state office building in Fresno’s downtown area in order to consolidate
15 state agencies scattered widely across 13 separate locations within the city will generate economic
benefits in the immediate site area. These benefits will be in the form of new jobs and personal
earnings during both the two-year construction period and thereafter from the operation of the building
and spending by its workforce.  These outlays will also generate economic and fiscal benefits at the city
and county levels as the initial outlays are re-cycled through the local economies supporting existing
businesses and contributing to business expansion throughout the metropolitan area.  While many of
these economic and fiscal benefits are already being captured at the city and county scale, due to the
existence of the state agencies and their workforce, by locating the consolidated facility within the
downtown area developmental benefits can be generated that would not be realized in scattered
suburban sites.  These economic and fiscal impacts are summarized as follows:

The Construction Phase

•  The soft and hard costs, excluding the value of land, projected for the construction of the proposed
250,000 square foot state office building will total $72.4 million.

•  The total economic impact of these construction-related outlays on Fresno County and the City of
Fresno are projected to total $131.8 million and $81.7 million, respectively.

•  This direct construction spending will generate a total of 1,215 new jobs within the county
economy and 778 new jobs within the city economy over the two-year construction period with
associated personal earnings of $41.3 million and $25.6 million, respectively.

The Post-Construction Phase

•  Total annual outlays associated with the operation of the proposed state office building including
estimates for daily spending by its workforce will total $2.3 million and add a total of $2.6 million
to the city’s gross city product and $4.2 million to the economy of the county.

•  The annual spending associated with the proposed state office building and its employees in the
downtown area would support the creation of 24 new jobs in the city and a total of 40 jobs
countywide with personal earnings estimated at $707,000 to the benefit of city residents and
$1,287,000 within the county.

The Fiscal Impacts of the Proposed State Office Building



ii

•  Payroll spending associated with the construction of the proposed state office building would add
an estimated $58,871 in new revenues to the city treasury over the two-year construction period.

•  Direct annual retail spending for state employees housed in the proposed state office building is
estimated to total $460,000 and will generate $4,600 in new city sales tax receipts.

•  New earnings generated by building operations and state employee spending in the city will total
$707,000 annually and support increased retail spending of $162,610 which in turn will yield city
sales tax revenues totaling $1,626 annually.

•  These total annual revenues of $6,226 will be off-set by an estimated potential city expenditure
exposure generated by the 652 state employees and the state office building of  $153,365 for
general government services, public safety, and public works.

Collateral Downtown Location Impacts

The city has been seeking to revitalize its urban core and downtown area for many years by
concentrating government functions in its civic center.  However, this strategy has yet to achieve the
necessary development threshold to sustain the area’s redevelopment.  Consequently,  the siting of the
new state office building in support of this revitalization strategy may yield extra benefits well beyond
the actual monetary flows associated with the building’s operations by helping to achieve this
developmental threshold.

While the monetary benefits flowing from the proposed state office building will occur in almost any
setting without much extra effort on the part of the state, it is the collateral benefits that can be
achieved in concert with other public investments in the downtown area whose realization will require
special skills and a proactive approach to facility planning.  These collateral benefits will not flow
automatically from a downtown location.  Rather, they will have to be achieved through special
attention to site location, facility design, and building management, and establishing strategic linkages
with other public and private sector functions in the site area. Co-locating the proposed state office
building adjacent to the Hugh Burns Building is not likely to have as significant an impact on
downtown revitalization as a site west of the Fulton Mall and more closely linked to the retail core.  By
dispersing these collateral economic impacts among the downtown’s other non-governmental uses, the
state office building’s individual benefits may be greater than if it is clustered within the confines of
the civic center and functionally isolated from the other downtown core functions.

One building can not achieve the economic revitalization that has eluded the city for forty years in the
downtown area.  But one building can have an important additive benefit by reinforcing other
investments to help achieve the agglomeration economies needed to propel the downtown area over the
revitalization threshold.  More importantly, the opportunity cost of failing to properly incorporate the
proposed state office building within the area-wide development strategy for downtown revitalization
would be a loss of potential economic impacts that could not be regained at a later time. Therefore,
understanding the development context in the downtown area is essential to achieving the proposed
state office building’s maximum economic benefits for the City of Fresno.



Economic and Fiscal Impact Study of
Siting a State Office Building

in Fresno, California

Introduction

Major public investment has long been viewed as having the potential to generate positive effects
extending beyond the delivery of the primary services for which it is intended.  That is, beyond meeting
the primary objectives of the public facility, secondary benefits may accrue within the community or
immediate site area from the physical presence of the facility, its workforce, and its combination with
other interdependent activities.  The objective of this study is to identify and quantify the benefits
associated with the consolidation of state offices in Fresno, and to assess the secondary impacts of this
siting on the immediate community.  The state presently occupies leased facilities that are scattered in
suburban sites. These may be consolidated into a single state-owned building to be located at a
downtown site.

The economic and fiscal impacts flowing from locating the proposed state office building in downtown
Fresno will accrue during the construction period and then annually over the life span of the building.
During the construction phase, economic and fiscal impacts will result from on-site and off-site
spending and can be measured by the generation of new jobs, associated payroll, and the purchase of
goods and services to support the on-site construction activity.  This spending will generate additional
economic impact within the City of Fresno and Fresno County as the initial dollars are re-spent more
broadly within the area economy.  The direct and indirect spending associated with the construction
phase will generate some tax revenues at the local level over the construction period.

Post-construction benefits will recur annually from the operation of the completed building.  These
benefits will include jobs and payroll associated with the building operation and the off-site spending
for retail, food, and other services by the workers housed in the building.  This spending will result in
some re-spending within the city and county in support of commercial and other economic activities.
The magnitude of these economic and fiscal benefits are a function of the building’s use and operating
characteristics; that is, whether its functions are primarily restricted to day-time hours on weekdays or
operate over extended hours and weekends.  The total impacts are also a function of the economy’s
ability to capture and retain the direct spending generated by the building’s operations, its occupants,
and its visitors.

Beyond the economic and fiscal benefits that may flow from the consolidated state office building in
downtown Fresno, are a range of potential collateral benefits that may be generated by the mere
presence of the building.  These benefits range from symbolic to actual and can be more significant
than the actual monetary flows associated with the building’s operation and the spending of its
workers.  Public investment has often been used to leverage other investment, and to achieve other
economic and social objectives.  The location of the Fresno IRS Payment Center was selected in 1970
following extensive studies to achieve urban development and redevelopment objectives, enhanced
employment opportunities and other economic benefits.
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The principal collateral benefits of the selective location of a major new public facility evolve from its
catalytic effects, and its support of investors’ confidence in the surrounding area.  These potential
benefits are prospective and are not guaranteed.  Only  the public sector can afford to invest in portions
of the city (or county) that cannot support private investment--where the risks are too great and returns
too small under present economic conditions--with the objective of stabilizing and reversing prevailing
conditions that have undermined the local investment climate. However, success will not be guaranteed
by simply locating a public building within an area that is undergoing disinvestment, or struggling to
re-establish its place in the private market.  One building is usually insufficient to reverse the forces of
economic decline.   However, the functions housed within the building could strengthen the diversity
of economic activities in the immediate area and broaden its economic base.  The proposed building’s
overall economic impact in the immediate area will be determined by the way it is integrated into the
fabric of the economy and how it links to other nearby functions, so that the aggregate impacts of the
public investment will exceed the sum of the parts.

The specific objectives of this study are as follows:

•  describe the current economic context within the City of Fresno and the downtown area that
establishes the framework for analyzing the economic and fiscal impacts of the proposed state
office building;

•  identify and quantify the economic and fiscal benefits that will accrue to the Fresno downtown area
if state office space is consolidated in the downtown civic center;

•  evaluate whether the collateral benefits of locating the proposed state office building in the urban
core include revitalization of the surrounding area;

•  determine the economic contribution of the proposed state office building on the city and county
economies; and,

•  provide the methodological framework for assessing the economic and fiscal impacts of state
construction projects of their host economies.

The general methodology employed in this study has been developed and applied to numerous publicly
and privately financed projects.  Its primary purpose is to identify and quantify the dollar flows
associated with the construction and operation of a specific facility and to calculate how these dollars
flow through the receiving economy.  The Bureau of Economic Analysis of the U. S. Department of
Commerce provides regional input-output multipliers for Fresno County for employment, income and
total output.  These multipliers have been stepped down for the City of Fresno on a prorated basis
reflecting the city’s share of the county’s economy.  The fiscal flows associated with the economic
impacts are measured by applying city tax rates to the taxable spending generated during the
construction and operating stages of the building’s life cycle.

Both direct and indirect economic and fiscal impacts can be identified and measured although there are
always spending flows that are too small to be generalized and are excluded. This approach is designed
to capture the major spending sources and flows and, therefore, presents a conservative result.
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The discussion of collateral or developmental benefits is not quantitative but is largely generic,
building from theory and the lessons of experience, of which there are many throughout the United
States.  Care must be exercised not to overstate these collateral benefits.  Many of these are
psychological and attitudinal.  That does not mean that they are not important or real, but they are
easily exaggerated and emerge (if they do) over a long time period. As such, the collateral benefits can
be enlarged or diminished by subsequent events.

It is important for public decisionmakers to recognize the full range of potential opportunities that
contribute to the developmental assets of the host community when debating the merits of a new
building or facility.  This scope of public benefits exceeds the consideration of private investors and is
consistent with the public interest.  The potential public benefits of the proposed building may be
considered by the state as opportunities to maximize public returns on dollars invested.  This analysis is
intended to help clarify these opportunities within the limits of this specific case.

Fresno’s Economic Context

Economic impact potential is both a function of the magnitude of monetary change that results from a
proposed action and the size and complexity of the receiving economy.  In large, complex, and
dynamic  economies, the economic impacts of a proposed action may be too small to have significant
measurable effects even though the receiving economy retains and recycles a substantial percentage of
the initial outlays.  In contrast, the same magnitude of capital and operating outlays within a small,
simple and stagnate economy could substantially alter its patterns of growth, even though much of the
initial outlay leaks out to external  economies.  Fresno’s economy is not at either end of this spectrum.
The proposed  state office building with its 652 employees is not an economically large infusion of new
spending. Actually, this spending already takes place in the suburban Fresno economy, so the
magnitude and significance of the impact of the proposed state office building is governed more by the
conditions within its site area and interdependencies within this location than by its dollar value of
output.  An overview of the local economic context is helpful in order to understand these site-related
factors that may magnify (or diminish) the economic impacts of the proposed state office building.
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Current Economic Conditions

Fresno County and the City of Fresno plus Madera County (inclusive of all incorporated cities and
towns) comprise the  Fresno Metropolitan Statistical Area (MSA).  The magnitude and vitality of the
Fresno MSA economy is seen in its March 2000 employment base of 357,200 workers, up 2.1 percent
from March 1999, and its unemployment rate of 16.6 percent. The March 2000 unemployment in the
city was 15.0 percent. The national unemployment rate during the same period was 4.3, and the
national job growth rate was 3.1 percent.  The high unemployment and slow job growth rates in the
metropolitan area reflect its sectoral structure in which agriculture and related business activities
account for an above average share of the economy.  Non-farm employment in the Fresno MSA
accounted for 87 percent of all jobs, compared to 98 percent nationally.  The Fresno MSA non-farm
employment registered a 3.4 percent annual growth rate over the past twelve months.  In spite of this
more rapidly growing non-agricultural job base, the vitality of the area economy and its high
unemployment are strongly impacted by the importance of agriculture in the economy, and its seasonal
and low-age characteristics.

Fresno County accounted for 93 percent of all the jobs in the two-county MSA, with the City of Fresno
accounting for approximately 56 percent of the county’s jobs.  Fresno County’s large economy
provides the capacity for retaining and recycling the monetary flows generated internally within the
economy.  The complexity of the county economy, its distribution of economic activities and jobs
across all sectors, is important to the magnitude of economic impacts that can be captured from new
capital investment and from new operating outlays in any portion of the county.  This ability to retain
the benefits from new capital outlays and associated spending provides the basis for calculating the
economic multipliers by which these indirect job and income benefits can be measured.

Currently, the Fresno County economy supports the 327,200 wage and salary workers recorded by the
State Employment Development Department.  Fresno County also supports an additional 85,950 jobs
not covered by the monthly labor force survey.  These uncovered jobs include proprietors (self-
employed persons), most farm laborers, and very small firms and recent start-ups. The county’s total
job base had an average annual wage of $26,685 (in year 2000 $s) and supports a county-wide per
capita income level of $21,880.  The full distribution of covered and total employment is included in
Appendices I and II.  A comparison of covered employment (wage and salary jobs) between the county
and city is presented in Table 1. The difference between the county and city economies is evident in the
varying percentages of the city’s share of county jobs.

The broadest measure of the city and county economy is the value of goods and services produced
within their respective boundaries.  This measure, referred to as the gross city product in the City of
Fresno and gross county product in Fresno County (both referred to as GCP), reflects the accumulated
value of the direct and indirect output resulting from the interindustry relationships operating within
the local economies. The estimated 2000 Fresno County GCP is $22.45 billion with the City of Fresno
economy generating a total of $13.92 billion.  Any addition or subtraction to these economies
constitutes an economic impact, and the relative magnitude of the addition (subtraction) in comparison
to the size of these economies will determine the significance of the impact.
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Table 1

Comparative Employment Profile
Fresno County and City, CA - June 1999

(jobs in thousands)
______________________________________________________________________

Sector Fresno County City of Fresno                  City
       Number       Percent        Number       Percent   County

______________________________________________________________________

Agricultural 67.6         20.6 15.9           8.6       23.5
Construction 15.1           4.6 10.5           5.7       69.5
Manufacturing 27.5           8.4 15.8            8.5       57.4
TCPU (1) 12.2           3.7     8.2           4.4       67.2
Trade 63.5         19.3 43.7         23.6       68.8
FIRE (2) 13.9           4.2 10.7           5.8       77.0
Services 70.0         21.3 52.9         28.6       75.6
Government 58.8         17.9 27.3           14.8       46.4
Totals           328.6       100.0           185.0       100.0       56.3
______________________________________________________________________

  Source: California Employment Development Department; (1) transportation, 
communications public utilities; (2) finance, insurance and real estate.

Development Patterns and Plans

The city’s economy is dominated by urban-type functions (manufacturing, trade, TCPU, FIRE, services
and government). These are supported by its population base as well as its central location as a
government and transportation center.  In aggregate, these types of employment generate higher wages.
Average per employee wage income for city-based jobs is 27 percent higher than for non-city jobs
located in the county (excluding the City of Fresno).  Overall, the wage and salary income generated in
the city accounts for 61.3 percent of the county total.

The city’s physical development pattern has not resulted in an even distribution of economic growth.
The downtown area, reflecting the area encompassed in the first incorporation (1885), is no longer at
the center of the city.  Rather, as development has occurred, it has moved north and northeast away
from the downtown with disproportionally small amounts of development occurring to the south and
east.  Since 1960, there has been almost no new physical development to the south and only pockets of
newer development occurring to the east.  As a result, redevelopment efforts by the city to revitalize the
downtown and older surrounding areas that were started in the mid-fifties, have been made much more
difficult as new population and employment growth has occurred at greater distances from the central
area.
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The central area has undergone replanning and the city has re-directed its efforts aimed at revitalizing
its economic base for more than forty years.  The Gruen Plan (1960) provided for the construction of
the Fulton Mall and the civic center.  The plan envisioned the development of a freeway system that
would encompass the core area and connect it to the emerging suburbs.  While the Mall and civic
center development and accompanying updating of parking facilities, private buildings and open space
were achieved in a relatively short period following adoption of the Gruen Plan, the freeway system
was not completed.  The downtown area has become further and further removed from the city’s newer
development.

 As the population and related markets shifted to the north, the economic base of the central area
weakened and became more dependent on governmental functions for its job base.  Over the forty
years since the Gruen Plan was adopted by the city, the civic center has become home to a wide range
of city, county, state and federal functions in a contiguous 15-block area with other supporting
government functions being located on nearby blocks mainly along Fresno Street and to the east
towards Freeway 41.

Plans have been prepared to guide the more recent revitalization efforts in the downtown area including
the Central Area Community Plan (July 1989).  However, in spite of the construction of a convention
center, a new City Hall, numerous government buildings, the availability of all basic infrastructure with
excess capacity, and the completion of the freeway system surrounding the central area, the downtown
area has not experienced a resurgence in private investment or increase in commercial activity.  To the
contrary, it appears that the central area has become increasingly dependent on its governmental
functions and that these have not been sufficient to sustain the local economy either as a place to do
business or live.

Property Values and Market Conditions

For definitional purposes, zip code 93721 has been selected for more detailed analysis of potential
economic impacts (the triangle bounded by the Union Pacific Rail Road, Divisadero Avenue, and
South East Avenue/First Street).  The area includes all of census tract number 1 and small portions of
three other census tracts.  As seen in the following table, the housing stock and population residing in
these census tracks have been either declining or growing slowly. Until the 2000 census is available,
the actual current counts can only be estimated.  The increase in population in areas experiencing a
decreasing housing stock may be indicative of a change in the ethnicity or age of the population in
these close-in neighborhoods, in which smaller households (fewer members) are moving out and being
replaced with larger households (more children).  This change is often accompanied by a reduction in
average household income and contributes to further decline in the area.
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Table 2

Population and Housing Unit Trends,
Fresno Central Area, By Census Tract

__________________________________________________________

1              4             5        6
__________________________________________________________

Population
1992         2324    5199          7213    8143
1999         2360    5338          7233    8206
Difference             36      139 20        63

Housing Units
1990           497    1342          2151    2325
1999           495    1389          2149    2282
Difference - 2        47 - 2      - 43

__________________________________________________________
Source: Fresno Development Department

This pattern is further confirmed by assessment data provided by the city, as presented in Table 3.
During the 1995-1999 period, the number of parcels in zip code area 93721 declined from 1,412 to
1,393, a decrease of 1.3 percent while the total assessed value of these properties (land and
improvement) increased by 3.1 percent (not adjusted for inflation).   However, on an inflation adjusted
basis, the area’s total assessed valuation declined by 3.3 percent.  A land use specific examination of
assessment trends in this area shows that only two types of  land uses experienced real increases in
value--single-family and industrial.  The value increase for industrial land use represents the major gain
in the central area, increasing 19 percent (11.7 percent inflation adjusted) with six fewer properties.
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Table 3

Assessment Trends in the Downtown Area*, 1995-1999
(dollars in thousands)

______________________________________________________________________

Land Use Type  Land Value    Improvement Value           Total  % Change
______________________________________________________________________

Single-Family
1995   $1,351 $5,334         $6,685
1999     1,589   5,691           7,280           8.9

Multi-Family
1995   $2,501           $12,129       $14,630
1999     2,056 10,351         12,407       - 15.2

PUD Condo
1995   $2,079 $6,366         $8,445
1999     1,850   5,190           7,040       - 16.6

Commercial
1995 $50,010         $204,470     $254,479
1999   48,570           206,620       255,190           0.3

Industrial
1995 $18,482           $56,346       $74,828
1999   18,417 70,604         89,021         19.0

Other
1995      $416    $558               $974
1999          75      228  303           - 68.9

Totals
1995 $74,839         $285,203      $360,041
1999   72,557           298,684        371,241           3.1

_____________________________________________________________________
Source: Fresno County Assessor’s Office;   *Zip Code 93721

These assessment trends show a pattern of weaker property values in the central area at a time when the
area, state and national economies have been experiencing steady expansion.  These values confirm
that at present the decline in the downtown area has not yet been arrested in spite of substantial public
sector investment in the form of new buildings, improved amenities and parks, and the completion of
the freeway system serving the area.

Indicative of the downtown area’s weak market conditions has been the weak demand for office space.
Actually office vacancy rates are relatively high in all submarkets with the city-wide average reported
at 11.6 percent in 1999, representing an increase from 10.9 percent in 1998.  The downtown submarket
was one of the weakest in the city with a vacancy rate of 16.4 percent representing 335,209 square feet
of available space at an average lease rate of $0.92 (well below the city average of $1.12).
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Current Revitalization Plans and Projects

The Fresno Redevelopment Agency continues to market the redevelopment sites in the downtown area
and has several pending projects awaiting final approval that should further enhance the area’s
revitalization.  These include a new $100 million federal courthouse between O and P Streets, the Kern
Mall and Tulare Street development across from the Hugh Burns Building, the Calfed Bank Building
on Tulare Street between O and N Streets, expansion of the central library with additional structured
parking on Tulare Street between N and O Streets, and a parking structure between O and N Streets
adjacent to the newly expanded Convention Center and Exhibit Hall.  Also included are: completion of
the Regional Medical Center bounded by Fresno and Tulare, U and Q Streets, an office building and
parking structure for the IRS near H and Fresno Streets, one block southwest of the Fulton Mall, and a
new minor league baseball stadium proposed to be built on a site south of Broadway between Ventura
and Tulare Streets near the Fulton Mall.

The possibility of Caltrans developing an office building backing onto Freeway 41 just east of the
Convention Center, and the proposed State of California Courts of Appeal development near the new
federal courthouse complex, should be included in the list of added investments, mostly public, that
could reinforce past investments in achieving the minimum threshold necessary to attract private
investment into the downtown area. These proposed projects, along with the proposed state office
building,  hold the key to the elusive revitalization of the downtown area that the city has been
pursuing since 1960.

In  December 1999, the Downtown Revitalization Task Force of the Fresno City and County Chamber
of Commerce organized an Urban Land Institute Advisory Services Panel to revisit the development
problems and opportunities in the downtown area and to suggest strategies for redevelopment.  The
ULI Panel report provides a good overview of the redevelopment challenges facing downtown Fresno.

By mapping the downtown area’s distinct districts, the ULI Panel identifies one of the major barriers to
downtown revitalization; that is, the segmentation and isolation of activities which should be
interspersed in order to achieve the benefits of potential interdependencies that can evolve from joint
use and market integration.  The downtown area, as identified by ULI, consists of  multiple precincts
with rather defined edges.  As independent areas, these precincts contribute little to the benefit of any
other nearby precinct.  For these to combine into a viable whole, where the sum of the parts are larger
than their unduplicated sum, they must become interdependent and interrelated physically and
functionally.

With respect to government uses downtown, the report states “the addition of new federal, state, county
and local office projects...represent significant job growth for the downtown core that will support
additional private sector development in the office, retail, dining, and residential sectors....The panel
strongly urges the city to be on the lookout for additional government uses as federal, state, and county
operations expand.”  Unfortunately, the panel does not address the question of how to realize the
inherent economic benefits that these government uses possess in support of downtown revitalization.
History has shown that just the mere accumulation of government functions downtown is not sufficient
to generate private reinvestment.  Still, in spite of overlooking the important agglomeration economies
that need to be created before the downtown can prosper, the recommendations offered by the ULI
Panel have merit.
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Assessment of Redevelopment Problems and Potentials

The opportunity to achieve and sustain economic expansion in the downtown area is problematic as the
experience of the past forty years has proven.   The reasons for this are fundamental and difficult to
alter.  First, the location of the downtown area on the southwestern edge of the city opposite from the
direction of the city’s physical growth places it at an ever increasing distance from Fresno’s center of
economic gravity.

Second, the economic base that is attendant to the downtown area is insufficient to support its
revitalization.  In fact, in spite of the growth in the government labor force housed in the downtown
area (estimated upwards at 7000-8,000 jobs), the area’s total workforce and residential base has not
achieved net gains over the several decades.  Much of the growth in government employment in the
downtown area has displaced or been offset by the loss of private sector jobs.  Additionally, the retail
sector has deteriorated steadily over an extended period and can not sustain itself on a weekday market
composed of government employees.

Third, the locational disadvantages of downtown are magnified by advantages of competing
commercial locations more central to the city’s population and business patterns.  While some location-
specific disadvantages can be corrected, competitive disadvantages that relate to market access and
convenience are so fundamental that reversing these may not be possible no matter how valuable the
incentives or subsidies.

Fourth, the nature of the government sector itself presents a formidable barrier to downtown
revitalization.  The nature of the work done by government results in fewer opportunities for direct
business linkages with the private sector than had these spaces been occupied with other private sector
activities.  Also, the work hours of the government labor force are more regular than the private sector
and employee spending during the day is less than in the private sector. Additionally, increasing
concerns regarding security may make the civic center less accessible to the general public and its
buildings more fortress-like (many are already uninviting due to fencing and architectural style).  If the
civic center becomes less inviting, it could become more of a barrier to the flow of commercial and
personal trips further isolating its impacts from benefiting the surrounding non-government functions
located in the downtown area.

Fifth, the downtown area does not possess traditional importance to most suburban residents.  Many
have never been downtown and there are no longer any compelling reasons to go downtown.  This is
partly a function of distance and intervening opportunities. But more fundamentally, it is demographic
and psychological.  The majority of the city’s residents can not remember or have never experienced a
downtown that has functioned as the business and cultural center of the city.  This is a national
phenomenon.  The suburbs evolved since the end of World War II and today’s suburban residents are
at least second generation and many are third generation.  They have grown up in the suburbs, worked
in the suburbs, shopped in the suburbs and found their cultural, spiritual and recreational outlets in the
suburbs.  Downtown has no immutable image or function that must be preserved as part of the city’s
heritage.  In the absence of a common cause and inherent attraction, revitalizing the downtown area
lacks the essential rationale for rebuilding the market base needed to support reinvestment by the
private sector.
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Recognizing these limiting conditions, successful redevelopment of the downtown area must build new
markets to support growth rather than attempting to re-establish the downtown’s historic market
functions within the city.  This means creating conditions favorable for locating residential
development downtown, for creating new entertainment opportunities different from those available in
the suburbs, and for marketing and staging events that have sufficient draw to bring suburban residents
back into the downtown area.  The proposed minor league baseball stadium is an example of this
approach.

The unique concentration of government functions in the downtown area represents its identifying
character.  Efforts to further enlarge this government base are consistent with the need to establish a
concentration of activities of sufficient scale to be the catalyst for supporting private sector
development.  Recognizing the limitations of government functions as generators of parallel
development in the private sector, efforts should be undertaken to assure that the civic center remains
open and user friendly, and that activities that operate off-hours and weekend days be interspersed
among the government office functions, and that events in these buildings and in open spaces be
programmed to attract and serve residents from nearby neighborhoods during off-hour periods.

Key to the success of a downtown revitalization program based on government functions is attracting
private uses that serve government as well as commercial markets.  These include law offices,
accounting services, management and technical professionals, associations, and a range of other
business services.  Locations for private buildings in convenient proximity to government buildings
should be protected.  Too often, civic centers are sterile and devoid of activity during non-working
hours.   Mixing private uses within and nearby the civic center will help to soften the area’s sterility
and extend the period during which it is active and populated.

Scattering public functions more widely around the downtown area, rather than concentrating all of
them within the confines of the civic center is another way to reduce the enclave effect and the negative
consequences of creating a government fortress in the middle of downtown Fresno.  In locating
government buildings, care must be exercised to avoid establishing a dead space due to fencing and
security controls that isolate the building and its activities from the surrounding area.  Joint and mixed
use of buildings is one way to assure the interspersal of functions.  At the federal level, the Cooperative
Space Use Act of 1976 had the objective of encouraging this joint occupancy in at grade spaces having
retail potential.

Building a residential base in the downtown area is also important.  People will want to live in the
downtown area when services, amenities and attractions have been established to support a resident
population.   The downtown offers easy access to jobs and cultural and educational resources. These
are available in downtown Fresno but are not yet sufficient as assets to support the development of
market-rate housing downtown.
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The Proposed Fresno State Office Consolidation

The proposed project would consolidate 15 agencies (and their subdivisions) presently located in 13
leased buildings scattered throughout Fresno into a 250,000 square foot state-owned building to be
built on state-owned land adjacent to the Hugh Burns Building on Mariposa Mall in the downtown
civic center. The workforce impacted by this proposed consolidation would total 652 state employees
of which 22 are presently located in downtown office space. The agencies impacted by the proposed
consolidations are listed in Appendix III.

The proposed state office building would be built on the site of the parking structure adjacent to the
Hugh Burns Building spanning the block between O and P and Tulare Streets.  This parking structure
presently houses the motor pool and provides parking spaces for 115 state employees for a total of 225
spaces.  This structure would be demolished and replaced as part of the new construction.

The proposed office building would consist of eight stories.  Five of these would provide office and
supporting spaces for the state agencies housed within the structure and five levels would consist of
parking facilities for 625 vehicles; two levels would be below grade and three levels above grade with
the office structure on top.  In addition to office and supporting spaces, the building would include a
small cafeteria.  No general public-use spaces would be included in the building and its hours of
operation would be similar to the adjacent Hugh Burns Building--7 AM to 6 PM, five days per week.
Of the 625 parking spaces, 75 spaces would be reserved for visitors with the remaining 550 spaces
being available for state employees on a rental basis of $53.00 per month (for this example, in year
2003 $s). As these spaces will be available to state employees housed in both the existing Hugh Burns
Building and new office building, approximately one-half of these workers could be accommodated
within the garage.

The estimated cost of the proposed state office building is $72.4 million (in 2003 dollars) excluding the
site which is already in state ownership.  A detailed breakout of construction costs are provided in
Appendix IV.  These total costs include demolition of the existing structure and site preparation as well
as “soft” costs associated with pre-construction outlays (planning, design and approvals) and expenses
incurred during the construction phase (construction management, interior design, relocation costs).
These soft costs are estimated to account for 15.8 percent of the total building cost or $11.445 million
with construction hard costs accounting for the remaining $60.994 million.  In addition, the purchase of
work stations for the proposed building would cost an estimated $2.934 million.  The construction and
cost details for the proposed building are summarized in Table 4.
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Table 4

Proposed Fresno State Office Building
Construction Details and Costs

(in millions of 2003 dollars)
___________________________________________________________

Specifications Description
___________________________________________________________

Gross square feet       250,000
Supporting Uses         small cafeteria
Parking
    total spaces                625
    visitor             75
    employee        550
      employee/parking ratio (1)                 .51
    monthly parking fee                $53
On-site employment
    state agency employment                     652
    building operations (2)            21
Construction Costs - Total        $72.439
    soft costs @ .158       11.445
    hard costs @.842       60.994
Purchase of Workstations       $2.934
_________________________________________________________

    Source:  State of California, DGS;  (1) reflects workforce from
Hugh Burns Building plus workforce housed in proposed
state office building;  (2) estimated from Hugh Burns Building 
operating budget, full-time equivalent jobs.
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Economic Impacts of the
Proposed Fresno State Office Building

Construction Phase

The economic impacts of constructing the proposed state office building in the City of Fresno will not
vary greatly from one site to another, other than those that relate directly to site preparation, because
their magnitudes and related significance are a function of the complexity of the local and regional
economies and not the economy in the immediately surrounding site area. These impacts will be
affected by the sources of construction workers and the suppliers of construction materials although
some daily economic benefits will flow from the spending of on-site workers to businesses close to the
construction site.

Calculating Total Economic Impacts

The ultimate magnitude of these impacts will be determined at the city and county levels and reflect the
degree to which the labor and materials needed for the state office building’s construction can be
provided locally.  The construction multiplier for Fresno County, based on the most recently available
calculations of the U. S. Bureau of Economic Analysis is 1.83; that is, for every dollar of new
construction spending in Fresno County, the county economy will benefit by a total of $1.83. In other
words, as the initial construction dollar is spent in the county and recycled through the economy in the
form of payroll spending  and spending by contractors and sub-contractors, an additional  $.83 will be
generated to the benefit of the county economy.  Additionally, every one million dollars in construction
spending will support 18.4 jobs across all sectors of the county economy.

As the City of Fresno’s economy is integral with the county’s economy, it does not have its own
multipliers. However, the city’s share of the county economy can be estimated and this will provide a
measure of the distribution (sharing) of economic benefits between the city and county as the initial
dollar of new spending is cycled through the economy.  In June 1999, the city’s employment base
totaled 185,000 jobs accounting for 56.3 percent of the county’s total.  Given the different sectoral mix
of jobs, and their implied range of value added, the total payrolls associated with the county and city
economies offer the best available measure for distinguishing between the city’s share of the county
economy. The corresponding magnitude of the output and employment multipliers are a function of the
geographic size and complexity of the specific economy.  Multipliers for a city within a county will be
smaller than the parent jurisdiction.  the City of Fresno multipliers will be based on the income ratio of
$1.2099 billion/$1.9514 billion or 0.6200164.  The Fresno County input-output multipliers and
employment and payroll spread sheets for the county and the city that provide the basis for this
calculation are provided in Appendix V of this report.
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Table 5

Fresno County and Estimated Fresno City Multipliers
(based on 1997 data)

_____________________________________________________________________

Sector           Output (1)         Earnings (2)          Jobs (3)
_____________________________________________________________________
Construction

County (4) 1.8308 .5556 18.4
City 1.1351 .3445 11.4

Retail Trade
County 1.6947 .5226 24.0
City 1.0574 .3240 14.9

Real Estate
County 1.2963 .1156   4.6
City   .8037 .0717   2.8

Business Services
County 1.7554 .6459 20.1
City 1.0884 .4005 12.5

Food/Restaurants
County 1.8995 .5223 31.5
City 1.1778 .3238 19.5

______________________________________________________________________
Sources:  Bureau of Economic Analysis, U. S. Department of Commerce;
Center for Regional Analysis, George Mason University
(1) total dollar change in output in all sectors that result from a $1 change in
output for the specified sector; (2) total dollar change in earnings of households
employed in all sectors that results from a $1 change in output for the specified
sector; (3) total change in the number of jobs in all sectors that results from a
$1million change in output in the specified sector with dollar output values stated
in inflation adjusted 1997 dollars; and (4) county totals include city totals.

An example of the county and city multipliers that will be employed in the assessment of the proposed
building’s economic impacts are presented in Table 5.  As the city economy is interdependent with the
county economy and is not a separable piece in real economic terms, the city’s economic multipliers
should be viewed as illustrative of the magnitudes of benefits that could accrue to city residents and
businesses during the construction (and operating) phase of the proposed state office building.  The
important value in this analysis is the total magnitude of benefits that would be generated within the
county economy compared to those that would escape to the “rest of the world.”  These are the
economic benefits that are available to area residents and businesses and which jurisdiction they
actually end up in will be a function of the addresses of workers and suppliers involved in the project.
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Economic Impacts of Construction

The economic flows that occur during the construction phase include both soft and hard costs, and the
re-spending of direct outlays (payroll and purchases of materials) that occur within the city and county
economies.  The distinction is made between soft and hard costs as the types of work done on- and off-
site differ in terms of respective jobs and earnings and the mix of services and materials that are
purchased.  All one-time start-up procurements relating to the buildout of the proposed office building,
such as outlays for furniture, work stations and other office equipment, could be included in the
analysis if these are purchased through local suppliers (in contrast to statewide bid).  If these purchases
are not local, they should be excluded from the impact assessment.

As this is a public construction project, many of the typical soft costs are not included in this analysis
that would be included in the cost of a privately constructed building which could be leased by the
state. These excluded costs include: taxes, financing costs, insurance, recordation fees, marketing,
management fees and commissions.  Some of these costs might also be excluded from the analysis of a
privately financed construction project as the sources of funding would be external to the local
economy and there would be few or no real job or earnings impacts associated with these outlays.

The estimated outlays and related economic benefits associated with the development of the proposed
state office building at Tulare, O and P Streets in downtown Fresno are presented in Table 6. While the
actual distribution of economic benefits will depend on the contractors and suppliers selected and the
places of residence of on-site construction workers, the values shown in Table 6 provide the boundary
range for the economic flows that the city and county could expect to realize over the estimated two-
year construction period.

The impacts of construction spending associated with the proposed state office building on the Fresno
economies of Fresno County and the City of Fresno will total $81.7 and $131.8 million, respectively,
over the two-year construction period, assuming that the design and engineering contractors are local
firms or these professional services are executed predominantly within Fresno County.  The direct
spending for soft and hard costs would support a total of 1,215 full-time equivalent jobs within the
county economy with 778 of these jobs held by city residents.  These new jobs would include on- and
off-site construction, jobs in directly related industries (suppliers) and jobs elsewhere across all sectors
in the local economy resulting from the re-spending of payroll dollars by the direct and indirect project-
related workers. These jobs will generate new county-wide payroll earnings totaling $41.3 million with
$25.6 million being captured by city residents.

The importance of these economic benefits can be established by comparing them to two baseline
measures of the economy: (1) gross county or city product (GCP), the value of goods and services
produced within the jurisdiction during the construction period and (2) the employment base of the
impacted jurisdictions.  The  GCP for Fresno County in 2003 is projected to total $23.9 billion (in 2003
dollars) with the city’s share of this totaling $14.8 billion.  Assuming that half of the construction
benefits would accrue in each of its two-year construction period, the annual contribution of the
proposed construction to the county and city economies would be 0.34 and 0.28 percent, respectively.
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In terms of relative employment impacts, the total job impact of the proposed state office building
would equal 0.17 percent of the county’s employment base in 2003 and 0.19 percent of the city’s
employment base.  In the context of a large and complex economy, this project represents a relatively
small additional contribution.  However, the impact of these construction outlays on the construction
sector are considerably larger accounting for an estimated one percent of the city’s and county’s
projected construction workforce during the two-year construction period.

Table 6

Construction-Related Economic Benefits
Proposed State Office Building, Fresno, CA

(in millions of 2003 dollars)
___________________________________________________________

Economic Impacts            Soft Costs     Hard Costs            Total
___________________________________________________________

Construction Outlay   $11.445      $60.994        $72.439

Total Economic Impacts
County (1) $20.090    $111.668      $131.758
City $12.457      $69.234        $81.691

Job Impacts
County           206.7        1008.4         1,215.1
City     153.2          624.8             778.0

Earnings 
County       $7.392      $33.913        $41.305
City   $4.584      $21.012        $25.596

___________________________________________________________
Source: Center for Regional Analysis, GMU; Data from Tables 4 & 5.
(1) county totals include city totals.

Post-Construction Economic Impacts

The annual economic benefits generated following the construction of the proposed state office
building result from its operations, the spending of workers housed in the building and visitors to the
building in the immediate site area and the unduplicated spending of the workforce within the area
economy.  If the workforce to be housed within the proposed office building constitutes net new jobs to
the economy, all payroll and resultant re-spending could be claimed as new economic impacts
associated with the proposed action.
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In the case of a consolidation, the economic impacts of the workforce on the city and county economies
would not change from their current level except to the extent that the workforce grows over time.
However, where the building is located can affect the level of spending that flows from the building
into the economy of the immediately surrounding area. A consolidation of offices that are presently
located on sites with inconvenient access to restaurant and retail services to a location with improved
(more convenient) access to these services could result in more day-time spending by the workers
being consolidated.

 Additionally, grouping presently scattered agencies into one location in convenient proximity to other
government offices could result in visitors to a specific agency combining trips to other agencies and
extending their stay in the immediate area to include meals or other commercial activity.  The
agglomeration effects of co-locating related public services have long been recognized as a potential
economic development benefit flowing from civic centers and the clustering of public cultural and
government functions.  However, it should be recognized that this clustering or co-locating of public
functions do not guarantee that collateral visitor or employee spending takes place or exceeds the
spending magnitudes associated with scattered locations.  In order for this collateral spending to occur
there must be a mix of services accessible to the civic center and the environs and amenities (ease of
parking and quality of shops) must be conducive to their patronage.

The principal sources of economic benefits (and associated fiscal benefits) during the post-construction
period are the building’s tenants, the 652 state employees to be housed in the building.  Office worker
spending estimates were developed from a survey of Fresno-based state employees conducted by the
Department of General Services, Real Estate Services Division, Asset Planning and Enhancement
Branch in March 2000 (see Appendix VI).

Building operations cost estimates were developed by the operating cost profile (per gross square foot)
for the Hugh Burns Building and extrapolated to the proposed state office building.  These data bases
provide actual cost and spending information upon which the direct economic benefits that could flow
from the proposed state office building can be projected. The target year of these benefits to begin is
2005 and they would recur annually thereafter.  These economic impacts are presented in Table 7.

The estimated operating costs associated with the proposed state office building would total $7.43 per
gross square foot (in year 2005 dollars) with $4.73 or 63.8 percent involving direct labor and $2.70
going for O & E, assuming an operating cost distribution parallel to those presently incurred by the
Hugh Burns Building.  These outlays would have an indirect impact on the county economy totaling
$.80765 per direct dollar of operating expenditure for an total impact of $1.81.  For the city economy,
this indirect impact is estimated at .12086 and the total impact would equal $1.12 per dollar of direct
outlay.  These multipliers bring the total benefits respectively to $3.355 million and $2.08 million for
the county and city and would support the creation of 28 new jobs (including on-site positions) with
earnings of $1.05 million.
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Table 7

Annual Post-Construction Economic Impacts
of the Proposed State Office Building in Fresno

(in millions of 2005 dollars)
______________________________________________________________________

Economic Impacts Building Ops (1)   Workforce Spending (2)             Total
______________________________________________________________________

Annual Outlays       $1.856       $.460       $2.316

Total Impact
County (3)       $3.355       $.855       $4.210
City       $2.080       $.530       $2.610

Jobs Supported
County     28            12 40
City  17              7 24

Earnings
County             $1.047       $.240      $1.287
City       $0.558       $.149      $  .707

_______________________________________________________________________
Sources: multipliers for Bureau of Economic Analysis, U. S. Department of
Commerce and Center for Regional Analysis, GMU.  (1) per square foot operating costs

    from Hugh Burns Building; (2) workforce spending from March 2000 survey of State
workforce to be housed in proposed office building. Three-county totals include city totals.

The daily spending by the 652 state workers who would be housed in the proposed office building
would consist of patronage of local restaurants and vendors as well as an assortment of retail outlets.
Based on a spending survey of the current workforce, it is estimated that the average weekly spending
of these workers would total $14.70 with $11.95 or 81.3 percent being allocated to snacks and
restaurant or fast food purchases and $2.75 per week being spent for retail goods and services.  This
average weekly spending per worker, assuming 48 weeks of work (adjusting for vacation and sick
leave), adds up to an annual total of $705.55.  For 652 workers, the aggregate annual spending
potential would equal $460,020 (in year 2005 dollars).
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Visitors to the proposed office building constitute another potential source of new spending within the
site area.  The parking structure has provision for 75 spaces for visitor use.  Estimates made by the
agencies to be housed within the proposed office building show expected average daily visitation to
equal just 46 vehicles, however maximum loadings could equal 312 in an hour, far exceeding the
available spaces.  Using the daily average of 46 visitor trips, this would represent almost 12,000 annual
visitors to the building (excluding walk-ins).   Even though visitor spending can not be considered a
major source of potential economic activity, the ability to capture any visitor spending benefits will
depend on the availability of convenient retail and food service outlets where visitors could make a
purchase.  At present, there are very few retail and restaurant opportunities in convenience proximity to
the proposed site for the new state office building.

Fiscal Impacts

For this analysis, fiscal impacts from the construction and operation of the proposed state office
building are limited to those accruing to the City of Fresno.   As a public building, the direct
construction outlays will be substantially exempt from all local taxes.  Similarly, the building’s
operating outlays will not generate direct local revenues.  However, spending by workers involved in
the construction of the building and by workers and visitors associated with the office building when it
becomes operational will be subject to local taxes.  The principal local source of tax revenue is the
7.875 percent levy on retail (including prepared food).  Of the 7.875 cents tax per dollar of sales, six
cents is the state share, the county’s share is 0.25 cents, 0.5 cents goes into a highway fund, and 0.125
cents goes to libraries.  The city receives one percent ($.01 per retail dollar) as its share of the total
sales tax.  Estimates for these local tax flows are presented in Table 8.

The direct daytime spending of state government employees housed in the proposed building,
estimated to equal $460,000 in 2005, would generate $4,600 in annual tax revenue for the city.  Retail
spending resulting from the new personal income generated by the jobs supported by the spending
relating to building operations and employee purchases would generate an additional $1,626 annually
in city sales tax revenues.  Combined, the operations of the proposed state office building would yield
$6,226 annually in city sales tax revenues.  To the extent that visitor spending occurs as part of a trip to
the state office building, these revenues would be additional to those calculated here.

To a large extent, these revenues are already being captured by the city as these functions presently
exist and would only be consolidated into a single building and located in the civic center.  While
employee spending could increase as a result of the relocation, this would depend on retail and food
services being more conveniently located in proximity to the state office building than is presently the
case with respect to each agency’s current location.  At present, the availability of retail and food
services convenient to the civic center does not represent a “best case” scenario.



21

Table 8

City Tax Revenues Resulting From the Proposed State Office Building
__________________________________________________________

Phase and Source Spending Base   City Revenues
__________________________________________________________

Construction Phase    $25.596 (1)         $58,871

Operations Phase:
Workforce Spending          $460 (2)           $4,600

Building Operations              558
Workforce Spending          149

                                    Total Annual                      $707 (3)                         $1,626

Total Operations Phase          $6,226      

__________________________________________________________
Source: Center for Regional analysis, GMU;
(1)  millions of  year 2003 dollars received as personal income by residents
of the city; it is assumed that 23 percent of these earnings are subject to
local sales taxes. (2)  in thousands of year 2005 dollars, direct workforce
spending on retail sales; (3)  received as personal income by residents
of the city; it is assumed that 23 percent of these earnings are subject
to local sales taxes.

Estimates of city expenditures that benefit the state functions and employees housed in the proposed
state office building can be developed from the 1999 City Comprehensive Annual Financial Report.
The underlying assumption in this calculation is that cost assignment for general services should be a
per capita share based on the combination of residents and employees having access to or benefiting
from the availability of these services regardless of actual utilization.  For example, all people living
and working in the City of Fresno benefit from general government expenditures, public protection
(fire and police services) and public ways and facilities (public works).  Other city outlays have specific
target beneficiaries and the state workforce is not among these. Per capita city expenditures for the
above general services equaled  $207.43 based on FY 1999 spending.  At that rate, 652 state employees
could benefit from city services to the total of $135,244 annually. Adjusting for inflation, this
expenditure level would be equivalent to $153,365 in 2005 dollars. Measured against this level of city
expenditure exposure, the workers in the proposed state office building would generate work-related
direct and indirect city tax revenue equivalent to just four percent of their related potential city
expenditure demand.
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Conclusions

Development of the proposed state office building in downtown Fresno to permit consolidation of 15
agencies and their 652 employees into one location could generate important economic benefits in the
attendant site area.  These benefits have been shown to consist of potential dollar flows that would
reinforce and strengthen the existing commercial market in the downtown area and, possibly more
important, the addition to the core activities and attractions whose accumulation will exceed the
required threshold level and provide the downtown the necessary base for self-sustaining revitalization.
As these state agencies and their workforce are already present in the City of Fresno, their
consolidation will not magnify their economic impacts.  However, their location in the downtown area
could have important collateral benefits helping to achieve the area’s revitalization and, given
increased accessibility to retail and other supporting services, could result in an increase in workforce
and visitor spending to the benefit of local businesses.

The construction of the proposed state office building would generate new jobs and payroll within the
local economy.  A total of 1,215 new on- and off-site jobs throughout the county economy would be
supported by construction outlays over the two-year construction period with 778 of these jobs being
located in the city.  The new personal earnings generated by these jobs would total $41.3 million with
$25.6 million being captured within the city.  Once the building was completed, its operating outlays
would support annual spending flows to the benefit of the city and, in particular, the immediate area
surrounding the building.  These annual direct benefits would total an estimated $2.3 million with the
total contribution to the county economy totaling $4.2 million; the city economy would realize a total
economic impact of $2.6 million supporting the creation of 24 new jobs with a payroll of $707,000.

The fiscal impacts of this new spending in the City of Fresno were found to be small, given that the
principal city revenue source would be limited to the $.01 per dollar retail sales tax. As a tax exempt
facility, local tax revenues will flow only from the spending of state employees housed in the building,
spending of workers filling new jobs supported by spending flows associated with building operations
and worker spending, and spending in the downtown area by visitors to the state agencies located in the
state office building.  During the construction phase, these sales tax revenues would total $58,871 (over
two years) and then annually thereafter, worker spending would generate an estimated $6,226 for the
city treasury.

While the state office building would not generate any direct demand on city services, it does represent
a potential expenditure demand as a result of its presence in the city by which it benefits generally from
public safety, public works, and general government services.  These services are estimated to cost the
city (fair share cost) approximately $208 per worker annually.  For the proposed state office building,
this public expenditure exposure would total an estimated $135,244 ($153,365 in year 2005 dollar
value).  If this building was developed privately and leased to the state, the new real estate tax revenue
it would generate, in combination with the sales tax revenues generated by state employee spending,
would substantially exceed its potential demand for public expenditures with the result that it would
constitute a net fiscal benefit to the city.
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The key to maximizing the public benefits that could flow from the proposed consolidation of agencies
in a state office building to be developed in the downtown civic center is linking the building and its
functions with the existing activities in the surrounding area. The more isolated the site, the less likely
that any positive economic impact will occur.  Selecting a location in the downtown area that was most
closely linked to the downtown retail core and more independent from the existing cluster of
government buildings could offer the opportunity for increasing the proposed state office building’s
collateral benefits.

Given the downtown area’s growing isolation (physical and psychological) from the suburbs and the
internal segmentation of the downtown area into single-purpose precincts, spanning these physical and
psychological barriers becomes increasingly critical and must be recognized early in the planning
process for the new building.  Efforts to integrate the proposed building into the downtown fabric
might affect its site selection, the design and operating schedule for the building, or its proactive
coordination in planning the downtown’s future directions and with projects of other branches and
levels of government.

The downtown area has a long record of abandonment by the private sector and erosion of its market
position within the city economy.  One new state office building can not reverse these long-standing
trends.  However, the accumulation of reinforcing public investments in the downtown area can
possibly propel local markets beyond the threshold of self-sustaining economic development but this
can not occur if these location and design decisions are mutual exclusive and ignore their potential for
collateral benefits.




























































